HOMEWORK 2
Kroger Company 
Due June 30, 2020 at 6pm 
Your assignment consists of estimating your firm’s cost of capital. You will use the class materials to perform the following tasks 
1. Estimate beta using a simple average of the following two approaches 
1. Identify the firm’s published beta (Yahoo finance) 
2. Calculate the firm’s beta using regression 
2. Identify Rf (30 years T-Bonds) 
3. Research the consensus market risk premium 
4. Calculate the Return on Equity 
1. CAPM approach 
2. Dividend growth approach 
5. Calculate the Return on Debt 
1. Identify all outstanding debt issues and calculate the yield on those outstanding 
debts 
2. Research the firm’s credit rating and identify the yield on similar new issues 
3. What’s the firm’s average income tax rate 
6. Calculate the Return on Preferred debt 
7. Calculate the WACC 

